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deemed to be obligated during the tax-
able year, for the construction, recon-
struction, reconditioning, or acquisi-
tion of new vessels, or for the liquida-
tion of purchase-money indebtedness 
on such vessels, and the identification 
of such vessels. 

(b) Records required. Taxpayers shall 
keep such records and make such addi-
tional reports as the Commissioner of 
Internal Revenue or the Administra-
tion may require.

NOTE: The records referred to in this sec-
tion shall be retained for a period of six 
months beyond the termination or closing 
out of the reserve fund.

§ 287.27 Controlled corporation. 

For the purpose of section 511 of the 
Act and the regulations in this part a 
new vessel is considered as con-
structed, reconstructed, reconditioned, 
or acquired by the taxpayer if con-
structed, reconstructed, reconditioned, 
or acquired by a corporation at a time 
when the taxpayer owns not less than 
95 percent of the total number of 
shares of each class of stock of the cor-
poration. 

§ 287.28 Administrative jurisdiction. 

Sections 287.3 to 287.11, inclusive, 
§§ 287.13 to 187.15, inclusive, and §§ 287.19 
to 287.22, inclusive, deal primarily with 
matters under the jurisdiction of the 
Administration. Sections 287.12, 287.16 
to 287.18, inclusive, and §§ 287.23 to 
287.27, inclusive, deal primarily with 
matters under the jurisdiction of the 
Commissioner of Internal Revenue. 
Generally, matters relating to the es-
tablishment, maintenance, expendi-
ture, and use of construction reserve 
funds and the construction, reconstruc-
tion, reconditioning, or acquisition of 
new vessels are under the jurisdiction 
of the Administration; and matters re-
lating to the determination, assess-
ment, and collection of taxes are under 
the jurisdiction of the Commissioner of 
Internal Revenue. Correspondence 
should be addressed to the particular 
authority having jurisdiction in the 
matter. 
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§ 289.1 Definition. 

For the purpose of this part, when 
reference is made to the phrase interest 
of the United States, it shall mean: 

(a) As to vessels constructed or sold 
with construction-differential subsidy 
and/or national defense feature allow-
ance under Title V or VII of the Mer-
chant Marine Act, 1936, as amended, 
the value of the construction-differen-
tial subsidy allowance, plus the allow-
ance for national defense features; 

(b) As to vessels constructed or sold 
under Title V or VII of the Merchant 
Marine Act of 1936, as amended, and ad-
justed in price pursuant to section 9 of 
the Merchant Ship Sales Act of 1946, 
the difference between the pre-war do-
mestic cost and the statutory sales 
price as defined in the Merchant Ship 
Sales Act of 1946. 

§ 289.2 Vessels included. 
Vessels subject to the provisions of 

this part are: 
(a) All vessels which may in the fu-

ture be constructed or sold with con-
struction-differential subsidy allow-
ances and/or national defense features 
allowance under Title V or VII of the 
Merchant Marine Act 1936, as amended. 

(b) All vessels which have previously 
been constructed or sold with construc-
tion-differential subsidy allowances 
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and national defense features allow-
ances under Title V or VII of the Mer-
chant Marine Act, 1936, as amended; 

(c) All vessels which have previously 
been constructed with construction-dif-
ferential subsidy allowances or na-
tional defense features allowance under 
Title V or VII of the Merchant Marine 
Act of 1936, as amended, and later ad-
justed in price pursuant to section 9 of 
the Merchant Ship Sales Act of 1946; 

(d) All vessels which are subsidized 
under operating-differential subsidy 
agreements. 

§ 289.3 Provision in subsidy agree-
ments and mortgages. 

(a) All construction-differential sub-
sidy agreements and mortgages rel-
ative to vessels covered in § 289.2(a) 
shall provide, wherever possible, that 
the Maritime Administrator may, in 
his discretion, require the owner to in-
sure, with commercial underwriters, 
the interest of the United States. 

(b) All future construction-differen-
tial subsidy agreements and future op-
erating subsidy agreements shall re-
quire that owners insure vessels cov-
ered in § 289.2 (a) and (d) in amounts ac-
ceptable to the Maritime Administra-
tion. 

§ 289.4 Insurance by owners. 

Owners of vessels covered in § 289.2 
will not be required to arrange com-
mercial insurance to cover the interest 
of the United States, exclusive of its 
mortgage interest, but the United 
States reserves the right to require, 
whenever the contracts so provide, 
that this be done at some future date, 
should it deem it necessary. 

§ 289.5 Insurance by the United States. 

The United States will self-insure its 
interest, exclusive of mortgage inter-
est, as defined in § 289.1. 
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Subpart A—Introduction 

§ 295.1 Purpose. 
This part prescribes regulations im-

plementing the provisions of subtitle B 
(Maritime Security Fleet Program) of 
title VI of the Merchant Marine Act, 
1936, as amended, governing Maritime 
Security Program payments for vessels 
operating in the foreign trade or mixed 
foreign and domestic commerce of the 
United States allowed under a registry 
endorsement issued under 46 U.S.C. 
12105. 

§ 295.2 Definitions. 
For the purposes of this part: 
(a) Act, means the Merchant Marine 

Act, 1936, as amended by the Maritime 
Security Act of 1996 (MSA)(46 App. 
U.S.C. 1101 et seq.). 

(b) Administrator, means the Mari-
time Administrator, U.S. Maritime Ad-
ministration (MARAD), U.S. Depart-
ment of Transportation, who is author-
ized to administer the MSA. 

(c) Agreement Vessel, means a vessel 
covered by a MSP Operating Agree-
ment. 

(d) Applicant, means an applicant for 
a MSP Operating Agreement. 
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